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THE PERIL OF THE TREASURY. 
BY THE HOK. GEORGE S. BOUTWELL, EX-SECRETARY OF THE 

TREASURY. 

It is my purpose in this paper to present an outline of a 

financial plan by which a gold revenue shall be provided adequate 
to the probable claims upon the national Treasury, and by which 

the product of American silver, in excess of the demand by the 

arts and industries of the country, may be used for currency, 
and all without regard to the policy of other nations. Not but 

that a policy of cooperation is desirable as compared with any na 

tional policy, but the prospect of its attainment is so slight, and 
the exigency pressing upon us is so severe, and the danger in one 

direction is so imminent, that further delay is fraught with 

perils of the gravest nature. 
The demand gold liabilities now resting upon the Treasury 

exceed two hundred million dollars, and the gold indebtedness 

due at times future exceeds six hundred and thirty million ; in 

all eight hundred and thirty million dollars ; and on the other 

side the government has not one dollar of gold revenue which it 

can command. 

At the present moment the well-established credit of the gov 
ernment is the only security against its bankruptcy. 

A demand for gold which should carry it to a premium, or a 

general belief in this country and in Europe that gold would 

advance to a premium in the near future, would at once drain 

the Treasury of its gold deposits and of the small balance of 

free gold. In such a condition of affairs, which, if not probable 

immediately, is inevitable at some day not very remote if the 

present policy shall be continued, it will not be easy to borrow 

gold, nor at all, except at high prices and with diminishing credit. 

What will be thought, and what ought to be thought, of a 
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country that, in time of peace, has entered upon a policy of 

issuing gold-bearing bonds and yet is destitute of any revenue, or 

of any provision for a revenue, by which any part of the obliga 
tions so created, either principal or interest, can be met ? 

In the last six months we have issued fifty million of such 

bonds, and in the next twelve months the Treasury may be forced 
to issue fifty million more. Beyond that period it is useless to 

speculate. In time of peace we shall have increased our 

gold debt fifty or one hundred million dollars, and that 

without any attempt to provide the means of payment. 
Eevenue alone does not meet the necessity of the situation. 

Gold revenue must be obtained, as otherwise the credit of the 

country becomes the only security for the maintenance of the 

credit of the country. Without a gold revenue our only means 

of meeting a demand for gold would be in our ability to buy gold 
at a premium, or to borrow it upon terms satisfactory to the 
lender. 

The policy of borrowing gold to pay gold debts is not essen 

tially different from the policy of the advocates of what was 

known a&jiat money, who proposed to redeem one issue of paper 
currency by a new issue of the same sort, and so on ad infinitum. 

More reprehensible even is the practice, not yet dignified as a pub 
lic policy, of issuing gold bonds and applying the proceeds to the 

payment of legal-tender debts, or to current expenses, which, in 

ordinary times, are met by current revenues. The loss of rev 
enue at the present time, if no inquiry be made as to the causes 

of the loss, may be pleaded in defence of what is being done, and 

upon the ground that the practice is not a public policy, but an 

expedient resorted to under duress. Without a gold revenue 

that duress will continue. Assume that in these current months 
the revenues exceeded the expenses of the government, by what 

process, except by buying or borrowing, could the Treasury meet 
a demand for gold ? It should ever be borne in mind that any 

extraordinary demand for gold is a demand upon the Treasury of 
the United States. The banks of the great cities, as the city of 

New York, for example, are behind the private bankers, and 

must furnish gold for export whenever it is demanded. The 

banks hold much the larger part of the $346,000,000 United States 
notes which are convertible at will into gold coin. In any emer 

gency the banks must rely upon the Treasury. Thus has the 
VOL. CLIX.?no. 455. 27 
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. Treasury become the banker of the country for all international 
transactions. In recent years the country has been so much ac 

customed to find the balance of trade in our favor that a continu 

ing adverse balance seems impossible. From 1846 to 1861 the 

aggregate adverse balance was nine hundred million dollars. 
Should a like policy lead to like results, there would be a constant 
demand for gold, and that demand would rest ultimately upon 
the Treasury of the United States. Nor is it an adequate defence 
of the present policy to say that the contingency suggested is 

quite improbable. That it is possible renders a resort to provi 
sional measures a duty. A demand for gold is a less improbable 
contingency than a war, and yet we are engaged constantly in pro 
viding means of offence and defence which can only be useful in 
case of war. Nor should we omit to notice the fact that the demand 
for gold has been augmented by the depreciation of the credit of 
railroads and other corporations due to the apprehension that 
their securities might be liquidated in silver ultimately. As a 

consequence their bonds and stocks have been sent to the United 
States and the proceeds have been converted into gold and ex 

ported. These statements but indicate the peril to which the 

Treasury of the United States is exposed. 
Under the law of 1878 and the other statutes relating to the 

subject, customs duties are payable in gold coin, standard silver 

dollars, gold certificates, silver certificates, United States notes, 
and Treasury notes of 1890. 

The first step, and an essential step, is the repeal of the statute 
which authorizes the use of standard silver dollars in payment of 
duties on imports. The public5 faith is in no way involved in 
the statute by which authority was given to the Secretary of the 

Treasury to receive standard silver dollars in payment of duties. 
Their use in that particular is a question of public policy only. 
The objection to the change will come from those who main 
tain that a silver dollar is worth as much as a gold dollar, or that 
it would have equal value had not the natural relations of the 
coins been changed by unwise legislation by the United States. 
It is sufficient to say in reply that the change, to whatever cause 

due, has been accepted by the whole world. It would be a test 
of the question for the United States to offer an interest-bearing 
bond payable in standard silver dollars in the year 1905, for exam 

ple. If sold for gold coin, it could only be sold at an enormous, a 
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frightful, discount. This article, and the suggestions of this arti 

cle all proceed upon the acceptance of the facts that in the last 

twenty years silver has depreciated in value when tested by gold, 
which is the only test that the world recognizes, and that it is 
not within the scope of legislative power to bring the coins to an 

equality of value. It follows that silver and the representatives 
of silver, when used as currency, must be used for national pur 
poses only; and that for international purposes it can only be used 
as bullion, and at its commercial value in gold. Nor is it prob 
able that any international convention could secure for silver coin 

permanent use as an international currency, whatever its ratio to 

gold. The notion that it is in the power of this government, or 

of any government, to maintain silver and gold, whether in coin 
or in bullion, at a parity, permanently, is one of the most dan 

gerous financial delusions that have ever made a lodgment in the 

public mind. Hence this article proceeds upon the idea that sil 
ver may be used for domestic purposes, and that gold must be 

used for all international exchanges. These are the most favor 
able conditions for the continued use of silver as a currency. 

Further, this article proceeds upon the idea that such con 

tinuous use of silver is essential to the prosperity of this coun 

try, and, for like reasons, its use by other countries will con 

tribute essentially to their prosperity. 

England, as a creditor nation, is alone interested in maintain 

ing a gold standard, coupled with the policy of excluding silver 
from use as a currency. Hence England is the only interested 

opponent to a system of international bimetallism. 

The second step in the series of changes in policy and law to 

which attention is invited is this, namely: That all silver cer 

tificates received into the Treasury, whether received at the cus 

tom-houses or as ordinary revenues, shall be cancelled and de 

stroyed; and in their places new certificates shall be issued for the 
same sums and of the same import, except that the legend shall 

not declare that they are receivable for customs duties. It is as 

sumed that in a comparatively short period of time the amount 

of such certificates as are now made receivable for customs duties 

would be so far reduced that importers would be unable to com 

mand them, except in small sums. To this policy two objections 
may be offered. First, that the government makes a distinction 

between gold and silver to the prejudice of silver, A more just 
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statement would be this: The government recognizes a distinction 
which exists and which is beyond the control of the government, 
and is enforced by the public necessities. The government must 
have gold, and there are but three ways of obtaining it. The 

government may buy gold, it may borrow gold, or it may obtain 
it through the revenue system. 

The second possible objection may be expressed in the claim 
that the government has no right to cancel any part of the agree 

ment under which the silver certificates have been issued. This 

point would be valid as against a proposition to cancel that stipu 
lation upon certificates outstanding. When certificates have been 

redeemed, either through the revenue system or by the payment 
of silver dollars, as stipulated, the government may cancel and 

destroy them, or it may authorize a reissue in whatever form may 
be expedient. The value of this objection in a legal aspect may 
be realized in the truth of the statement that there could not be 
a party capable of instituting proceedings to restrain the issue, 
or to compel a customs officer to receive the new issue in pay 

ment of customs duties. 

Next, the United States notes of 1890, when redeemed, and 
as they are redeemed, should be cancelled and destroyed and 
without provision for their reissue in any form. When those 
notes shall have been redeemed, whether in gold or by 
payment through the collectors of revenue, every obligation 
which the government has assumed will have been per 
formed. 

To the possible objection that this plan will work a decrease 
in the volume of currency there are two answers. First, the 

redemption will be gradual and it may extend over several years ; 

and, second, the deficit will be met, and more than met, by the 

increased use of silver, which is the complement of the changes 
thus far indicated. 

These propositions are not revolutionary, and it is not easy 
to forecast any evil that can come to the country or to any inter 

est in the country. One admission, already indicated, may be 
made without reservation. These propositions run counter to 

the notion that it is possible to maintain gold and silver at a 

parity, except as bullion?so much silver in weight for so much 

gold in weight. What would be accomplished is this: The 

Treasury of the United States, at a time not remote, would be in 
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the receipt of a gold revenue equal to any probable demand that 
would or could be made upon it. 

Any wise system of revenue will provide for an excess of re 

ceipts over expenditures in a sum ranging from twenty-five to 

fifty million dollars annually. This excess can be, should be, 
and will be represented in gold, and thus the financial conditions 
of the country, not the Treasury merely, but the financial affairs 
of the whole country, would be placed on a firm basis. 

At the present moment the Treasury Department is only able 
to perform its functions through the co-operation of the banks 
of New York due to a community of interests. Without their 
aid it would have been difficult for the Secretary of the Treasury 
to negotiate the recent loan, and without their aid another 
loan of like character can only be negotiated at a high rate of 
interest. The absolute independence of the Treasury is the one 

essential condition for the maintenance of the public credit. 
Whatever may be the objections to the propositions now sub 

mitted, it may with confidence be claimed that upon their 

acceptance, and the inauguration of a revenue system by which 
the receipts shall exceed the expenditures in a sum not less than 

twenty-five million dollars annually, the gold revenue will be 

equal to all the demands for gold that can be made upon the 

Treasury. 
The first condition for the continued use, and for the 

annually increasing use, of silver as a currency would seem to be 
the absolute exclusion of foreign silver, whether in coin or in 
bullion. To open our mints to the free coinage of the silver of 
the world would stimulate the product in all the silver-producing 
regions, and could only end in so reducing its bullion value as to 

destroy absolutely its use as currency. Nor is it probable that 
our mining interests could withstand the competition of the 
world in presence of the stimulus that would be given by a system 
of free coinage in the United States. 

The silver-mining interest, considered as one interest, and 
without reference to individual fortunes, will be promoted by a 

policy which checks production rather than by a policy which 
stimulates production. Silver mining and wheat growing are in 

analogous conditions?the product of each being far in excess of 
the public wants, and that product in each case can be increased 

materially. If each interest be considered as a totality its con 
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dition will be promoted by a reduction in quantity of product and 
a proportional increase in price until the return shall yield full 

compensation for the labor performed and a profit over. 

If wheat at sixty cents per bushel at Chicago shows a loss to 
the producer, the wheat-growing interest will be promoted by a 

decrease in the product, even though the decrease be secured by 
enforced processes. This proposition is alike true in the case 
of silver, and its truthfulness has been illustrated in a measure by 
the effects of the repeal of the statute authorizing the purchase of 
silver bullion. The loss of a market was followed by a large de 
crease in the product, and thus the downward tendency in the 

price of bullion was arrested. It is, then, the theory of this 
article that the further use of silver as currency must be depend 
ent upon a policy of exclusion of foreign silver coin and bullion 

from the United States. Thus limited, it seems to be practicable 
to permit the coinage of silver, but upon terms. 

To allow depositors a number of coined dollars that should 

equal in weight the bullion deposited would stimulate immensely 
the product of silver, ending, probably, in its discredit as a cur 

rency. Again, there is always the contingency before us that at 
some time future the government may be required to withdraw 
silver from circulation, and at a large cost. In view of these 

possibilities, the government ought to be a sharer, and a sharer 

of the larger interest, in what has come to be known as the seign 

iorage?that is, the difference between the gold coin value of a 

body of silver bullion and the number of coined dollars that that 

body of bullion will yield. That some consideration should be 

allowed to the depositor is quite apparent, inasmuch as there 

would be no inducement for the deposit if the depositor could re 

ceive only a number of silver dollars equal to the gold value of 

the deposit. If the depositor should be allowed one-fifth of the 

seigniorage there would be sufficient inducement for the deposit, 
while the stimulus to production might not be dangerously great. 

If it shall be said, in objection to these propositions, that they 
are artificial, it may be said in answer that since 1878 all our 

legislation for the use of silver has been artificial, in the sense 

that the country has had no like experience and for the reason 

that until about the year 1870 there had been no question as to 

the free use of silver as a currency. We are now called to deal 

with a condition not heretofore existing in modern times. 
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In that sense this project and every project touching the same 

subject-matter must wear an appearance of artificiality. 
For these propositions so much as this is claimed, namely: 

that they constitute a system, which to the country, however 
individual interests might be affected by its adoption, is fraught 

with one peril only, and that a peril which must attend every 
scheme for the use of silver?its redundancy and consequent non 
use as a currency. These propositions may be more intelligibly 
presented in the form following : 

(1) That from and after the first day of next, the duties upon 

imports shall be payable and collected in gold coin, gold certificates, silver 

certificates, United States notes, and Treasury notes, known as Treasury 
notes of the year 1890. 

(2) That it shall be the duty of the Secretary of the Treasury, upon the 

receipt into the Treasury of any silver certificates or Treasury notes known 
as Treasury notes of the year 1890, to cause the same to be cancelled and 

destroyed, and also to issue, in place of all silver certificates so cancelled and 

destroyed, other silver certificates for like sums and of the same character 
and purport in aU respects, save that the legend thereon shall not declare 
that they are receivable for customs duties. 

(3) That from and after the first day of next, the Secretary of 

the Treasury be and he is hereby authorized and required to receive on de 

posit silver bullion the product of American mines, and cause the same to 

be coined, as is provided in an act entitled: 
*' 
An act to authorize the coinage of the Standard Silver dollar, and to 

restore its Legal Tender character, approved February 28,1878." 
(4.) That it shall be the duty of the Secretary of the Treasury, between 

the first and tenth days of each month, to ascertain the average daily value 

of silver bullion in the markets of New York and London for the month 
next preceding, and make public announcement of the same. 

(5) That the Secretary of the Treasury shall, during the month when 
such estimate of the value of silver buUion for the month preceding, as is 

hereinbefore provided, shall have been announced, ascertain the silver coin 

age value of each deposit of silver bullion, the product of American mines, 
that may be made during the current month, and shall deliver to each 

depositor a number of standard silver dollars so coined equal nominally to 

the value in gold of the buUion so deposited by him, and a number of silver 

dollars in excess thereof equal to one-fifth of the number of dollars which 

the said deposit may represent in coined silver dollars over and above the 

value of the same as represented in gold coin; provided, however, that the 

Secretary of the Treasury may issue silver certificates to such depositors in 

lieu of coined sUver dollars whenever so requested by any depositor. 

(6) That the introduction of foreign silver coin and foreign silver bullion 
is hereby prohibited, and any such coin or bullion brought into the United 

States or the territories thereof shall be forfeited by proceedings, as far as 

may be in conformity to the proceedings for the forfeiture of goods brought 
into the country in violation of the customs revenue laws. 

George S. Boutwell. 
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